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of ‘the Nation’s rural cooperatives was
. not sought or ascertained. .

I was pleased, however, to find that
this article has not gone unanswered,

In the Rural Electric Minuteman of
December 6, 1963, there appears a point-
by-point analysis of the Reader’s Digest
article answering -the charges contained
therein. This article in the Rural Elec-
tric Minuteman, putting the matter in
a more fair perspective, should be read
by all of those interested and especially
by the writers of the critical Digest arti-
cle and its readers.

Mr, Speaker, I include the rebuttal ar-
ticle entitled, “Fiction in the Reader’s

Digest,” to be reprinted in the Appendix
of the Recorn. The article follows:
PFicTIoN IN READER'S DicEsT

The December issue of the Reader’s Digest
carrles one of the most viclous attacks ever
made agalnst the Nation’s rural electric co-
operative program.

Titled “The REA—A Case Study of Bu-
reaucracy Run Wild,” it is another chapter
in the multimillion dollar propaganda war
being waged nationally agalnst the co-ops by
the power companles and thelr allies.

- The authors of the article—yellow jour-
nalism at its worst—are listed as Kenneth
Gilmore and Eugene Methvin, otherwise un-
identified. The Digest also is offering dirt
cheap reprints of the mudslinging article,
to show how anxlous it is to dig the graves
of co-ops.

Although the Digest. periodically castigates
‘REA asbelng Government-gubsidized {which
1% 1s not), the magazine never mentions its
lush Government subsldy: a second-class

maliling privilege that the Post Office esti- |

mated in 1958 saved the Digest some $5 mil-
Hon a year. It must be conslderably more
now. This is money that is taken directly
from the pockets of U.S. taxpayers and isn’t
pald back. REA loans are repaid, of course,
with interest. :

It 1s also significant that the Digest takes
thousands of dollars of advertising each year
from the electric companies advertising pro-
gram (ECAP) that rips into the rural elec-
trics at every opportunity. Our late Presi-
dent, John F, Kennedy, described this ad-
vertising program as “particularly ugly.”

Here are some of the many misrepresenta-
tlons that appear In the current Digest ar-
ticle. The facts. follow the quotes: -

Quote: “The REA—A case study of bu-.

reaucracy run wild.” .

Faet: This Is not a case study but sheer
propaganda put out by private power com-
panles.as part of thelr drive to destroy con-
sumer-owned electric systems, The U.s.
Congress—not REA—after hearings and com-
mittee investigation voted the largest appro-
priations in REA’s history to meet the grow-
ing capital needs of the brogram. Congress
even voted more administrative funds than
REA asked for to take care of the growing
demands. The only thing running wild is
the imagination of the two authors and the
Reader’s Digest, ' .

Quote: “To bring electricity to farm areas.”

Fact: The REA Act clearly specifies “rural
areas.” TUse of “farm areas” is g calculated
bower company propaganda ruse, carefully
planned over the years to distort the true
obpectives of REA and put artificial limits
on the program’s operations,

Quote: “REA is a monster eating into the

. entire electric power industry.”

" Pact: Rea-financed systems make up only
1 percent of the entire electric business—
and this small bercentage was created In
areas private power companies refused or
could not serve. Power companies profits
are at an alltime high and thelr flagrant over-
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charges have been gerified by the Federal
Power Commission. Will the real monsters
please stand up? )

Quote: “Eating—into the taxpayer’s poc-
ketbook as well.”

Fact: Tax-producing wealth created by

REA-financed electric systems adds over a -

billion and a quarter dollars annually to the
gross natlonal product by creating markets
for electric appliances, wirlng, and equip-
ment. Grade A milk, universal in the United
States, could not be produced economically
in quantities but for eleciric service. Rural
homes and farms justify higher evaluations
with electric’ service available, resulting in
greater local tax income. Industry is at-
tracted and greater economic activity results.
Health standards are ralsed and hospitals are
possible. Defense and transcontinental com-~
munication needs are met. For taxpayers
outside the rural electric service areas, thelr
tax burdens are lessened by the billlions,
Quote: Regarding Florida Eglin Alr Force

\Base, ‘“the Federal subsidy allowed the tax-.

free co-op to grab business from a long-estab-
lished taxpaying private utility” and “the
Gulf Power Co. offered to furnish the elec-
tricity from Iits nearby power system.”
Fact: The Comptroller General of the

United States (no admirer of REA) reviewed

the REA loan, and sald “it is clear that Gulf
Power would have to extend its lines approxi-
mately 15 miles to serve the radar site.”” The
co-op line is 4 miles away. Regarding taxes,
he sald, “the Air Force states that taxes pald
by private companies are dependent upon.
profits and may vary from time to time be-
cause of numerous factors. Interest paid by
the Government also varies. To try and iso-
late these factors and-give them a numerical
valute would be quite difficult and would in-
volve considerable speculation.” .

Quote: “Such senseless spending and ruth-
less squashing of private enterprise are not
all that is involved.”

Fact: The REA loan is part of a long-range
development plan to bring power to areas
Gulf Power will not serve under any condi-
tions. The alrbase radar load helps the co-op
develop its marginal territory and its imited
number of consumers into a better system
more able to serve future demands.

Guli’s profits and stock ratings along with
other power companies are regarded by in-
vestors as the “growth stocks” of the finan-
cial world. They give the lie to any “ruth-
less squashing” asserted by Reader’s Digest
writers., )

Quote: “By diverting the contract from the’
privately owned Gulf Power Co., the REA
has deprived the Government of $43,500 a
year in corporation taxes.”

Fact: Even the Comptroller General dis-
agreed with this. What Reader’s Digest neg-
lected to say is that the Government would
be paying this $43,500 to the power company,
in the first place, plus additional tax llability
to cover all the company tax subsidies, in-
vestment credits and their share of gross
profits, ’

Quote: “Such cases are cropping up across
the Nation. In Indiana, tax-fed CO-0ps are
pirating away millions of dollars worth of
business from private enterprise.”

Fact: This is sheer fantasy. Co-ops are
private enterprise, incorporated under State
laws. Their loans are restricted by Federal
law 50 as not to compete with power com-
panies. It is the power companies who in-
vade co-op service areas and pirate away

_business planned to complete area coverage

standards. The Government restrictions
confine loans to developing areas the power
companies would not or could not serve. It
is not—and never was—business the power
companies wanted. Now that development
has grown -where power companles want to
merge rural systems Into thelr own busie
ness and become sole electric suppliers in-
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the country, they scream that the little co-
ops hurt their business. Actually they get a
8100-million in additional power sales from
the co-ops.

Quote: “With the job now virtually com-
pleted, REA continued to expand.”

Fact: Another line right out of the utility
bropaganda book. Does Reader’s Digest ad-
vocate that power companies stop Investing
84 billion a year to expand service to cus-
tomers already receiving service? Rural cus-
tomers’ needs grow the same as urban cus-
tomers,
~ Quote: “REA CO-0ops with their 2-percent
subsidy and tax-free advantages are com-
peting unfalrly with private businegs.”

Fact: The power business is a monopoly
and not “private competitive enterprise” as
the term. is used in the business world. Rea-
sonable profits are guaranteed by State reg-
ulation. Usually business risks are ruled

-out. REA interest loan rates and nonprofit

operations are not factors in. a utility’s abil-
ity to carry on its business in its own service
areas. There is no competition between
electric systems. It is outlawed by State
regulations. The interest rate and nonprofit
State statutes are equalizers for the co-op to
help overcome the lack of density in serving
marginal territorles no one else wanted.
Power compantes have the same tax advah-
tages 1f they would forego profits.

Quote: “REA has barged into the industrial
loan business, an activity far removed from
1ts original design.”

- Fact: More utility propaganda. Reader’s
Digest writers carefully omit the fact that
REA does not make commercial loans as de-
scribed in the article. The House Oversight
Committee held hearings on power company
claims, such as Reader’s Digest voices, and
concluded there was nothing to substantiate
the eriticisms of funds loaned to develop ski
resort equipment and the like.

Quote: “REA-subsidized co-0ps use their
tax-free earnings for a variety of private,
profitmaking ventures.”

Fact: This utility propaganda line wag in-
vestigated by the Congress several years ago
and found to be completely untrue.

Quote: “Many co-ops have been allowed
to draw more funds from REA’s kitty despite
remarkable records of prosperity. REA re-
cently admitted that by June 1962, 217 bor-
rowers had piled up eash and liquid reserves
equaling more than 20 percent of the entire
value of thelr plants.”

Fact: A good answer 1s to use the authors’
own words, further along In the article:
“During REA's entire history only nine co-
ops have thus pald off their Government
loans out of their earnings, This is an in~
credibly poor record.™

Tt is utility practice to have 40 percent in
reserves of the plant value. By the authors’
own statement, less than a fourth of the co-
ops have half that amount, Here Is a sound
reason why the REA finaneing must be con-~
tinued until the co-ops are on a stable finan-
clal footing.

Incidentally power companies do not pay
off thelr capital debt—they reflnance it,
something the co-ops cannot do under loan
contract terms with the Government, Start-
ing from seratch, co-ops have to pay off their
loans and create their own equities at the
same time—something that would give power
company executives the fits.

Quote: “Most alarmingly,
out gigantic funds for the
co-0p powerplants.”

Fact: Alarming to whom? Why, to power
companies, of course, who act Hke elephants
with a mouse., Consumers need greater sup-
plies of power, whether they are customers of
bower companies or co-ops. . The co-op
plants do not supply bower-company cus-
tomers, only their own,

REA is pouring
construction of
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Quote: “Regarding tho Indlana generating
loan, it was a pure giveaway, for private en-
terprise with adequate power facilities was
able and willing to supply energy to these

co-ops at reasonable raies.’”
Fact: This loan has met every test in-

voked by power companies and been proved N
- United States are not exclusively 2

sound and in the public interest.

Quote: “Description of Colorado-Ute G-T
development.”

Fact: The account lu taken from power
company propaganda sheets and is lacking

in credullty and authenticity. Reader's Di-

gest falls to mention the loan was approved
by the Colorado regulatiry agency.

Quote: “The slmple fact 18 that tley (co-
ops) no longer need 1) be propped up by
the taxpayers.”

Fact: The varlable factors involved in some

1,000 rural situations across the Hatlon can- :
not be reduced to a shiaple fact which cov-~
ers & majority, if not all of the problems. )

Present financing conditions have made pos-
sible service to nearly 20 milllon people llv-
ing in over one-half the land area of the

Unlted States receiving electric service. Lo-:
cal rural leaders, working without pay to:
improve their living conditions, organized :
nonprofit organizations to do the job private’
utilities did not do. This great achievement:
of free citizens solving problems corporate’
management could not. 'do should make an’
insplrational article for Reader’s Digest. Un-
fortunately, its editorial policy permits no:
letters from readers or rebuttal to anything

appecring In its pages.

CENTRAL INTELLIGENCE

(Mr. ZABLOCKT ssked and was given

permission to address the House for 1
minute and to revise and extend his re-.
marks.) :

™Mr. ZABLOCKI. Mr. Spesaker, I wish,
to advise the House that I have once
agaln contacted thz chairman of the
House Committee on Rules, urging a
hearing and favorable consideration of
House Concurrent Resolution No. 2;
legislation which provides for the estab-
fishment of a Joint Committee on Central

Intelligence. !
* The recent, unprecedented press cons
ference held by the Central Intelligence
Agency to comment on the state of the
Boviet economy incicates a severe des
parture from past CIA practices. Un=
fortunately, under the present arrange-
ment Congress cannot know the cir-
cumstances surrounding this apparent
policy shift nor assess whether it is in
the national interesi. :

Numerous resolutions have been in-
troduced into Congress in recent years
calling for the crestion of & joint con~
gressional committee which would con-
duct continuing stadles of intelligence
activitles and the problems faced by
pertinent Government agencles. I my-
self have sponsored such a resolution in
every Congress since 1853. Simllar sug-
gestions have been made by the Hoover
Commission and endorsed by many
thoughtful persoris throughout the
country.

The time has lorg since come for the
enactment of legislation of this kind.

Mr. Speaker, two points must be em-
phasized in any discussion of a Joint
Committee on Central Intelligence.

Pirst, that the p-oposed committee In
no way implies criticism of the loyalty,
the patriotism, or the public spiritedness

of our CIA employeese They are dolng
excellent work in an area which 15 vital
to the sefety and well-being of the United
States.

It is 1ay contention, however, that the
intelligence activities carried on by the

funection of the executive branch of our
Government. Congress too, as the elect-

. ed representatives of the people, must be

informed on intelligence matters. This
view iz shared by other supporters of the
Joint Committee on Central Intelligence.

Second, it must be made clear that the
proposed legislation in no way reflects
eriticista or disapproval of the commit-
tees which currently handle CIA activ-
itles and appropriations. Their mem-
bers sre conscientiously trying to do the
best they can.

However, the Members of Congress
who serve on these committees often are
busy with other legislative matters and
ecannot devote the iime or energy to in-
telligerce matters that they might de-
serve. For example, it has come to my
attention that the Central Intelligence
Agency Subcommittee of the Armec
Forces Committee was able to meet only
five times last year.

Unfcrtunately the resull of the pres-

! ent system is all too often a plecemeal.
. hit-and-run examination of the policles

NEEDED: A JOINT COMMITTEE ON.

and activities of the CIA and other U.S.
intellisence-gathering agencies by Con-
gress. .

There is no single committee equipped
to dea’ with these matters. This situa-
tion has opened the door to potentially
dangerous abuses. It has produced an
atmosphere of suspicion and uncertaintzs
about the American intelligence com-
munity.

The remedy to this problem Hes in
ecreating a Joint Committee on Centrsl
Intellizence, patterned after the highly
successful Joint Commitiee on Atomic
Energy.

As proposed in House Concurrent
Resolution 2, the committee would te
compcsed of seven members from eact
body to be appointed respectively by the
Speaker of the House and the Prestder t
of the Senate. Not more than four Mem-
bers f:om each body could be of the same
political party.

The dutles of this committee would te
to conduct a continuous and compreher.-
sive review of the activitles and prot-
lems of all U.8. agencies engaged in in-
telligence matters—the Central Intei-
ligence Agency, the Defense Intelligence
Agency, the National Security Agency,
and others.

These agencies would be required 1o
keep ‘he committee completely and cur-
rently informed of their operatiors.
From time to time, the joint committee
wouldl report its findings and reconi-
mendations to Congress.

In this way Congress will gain sufl-
clent expertise and experience to deal
with inielligence matters wisely and well.

Mr. Speaker, former President Harry
S. Truman, under whose leadership t1e
Central Intelligence Agency was create d,
has written an article in which he ex-
pressed his fear that the CIA had straysd
from sirict Intelligence gathering and
wag nngaging in making foreign policy.

~

.
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“There is something about the way the
CIA has been functioning,” he wrote,
“that Is casting a shadow over our his-
toric position and I feel that we need to
correct it.”

The fears whict Mr. Truman has ex-
pressed have been voiced by others be-
fore him. They may or may not be true.
But until a Joint Committe on Central
Intelligence is created, the Congress will
be unable to know the fruth, and to act
accordingly.

It is for this resson that I have called
upon the Rules Committee to hold early
hearings on this legislation and to re-
port it favorably to this body as soon as
possible.

_Mr. ROGERS of Florlda. Mr. Speak-
er, will the gentleman yield?

Mr. ZABLOCKI. Iyield to the gentle-
man from Florida.

Mr. ROGERS of Florida. Mr. Speak-
er, I want to concur in the thoughts the
gentleman has expressed. What he has
suggested is certainly needed and I hope
that the Committee on Rules wili take
this up at the first opportunity.

Mr. ZABLOCKI. I thank the gentle-

man for his contribution. 2 Z

CUBAN INVOLVEMENT
CRISIS

W‘A
(Mr. SHRIVER {(at the redaest of Mr.

SisaL) was granted permission to extend
his remarks at this point in the RECORD
and to include extraneous matter.)

Mr. SHRIVER. Mr. Speaker, in 1962
the late President Kennedy declared it
to be the policy of the United States not
to permit the Castro regime in Commu-
nist Cuba to export communism or its
aggressive purposes by force or threat of
force. 'The President declared:

It will be prevented by whatever means
may be necessary from taking action against
any part of the Western Hemisphere.

One aspect of the United States trou-
bles in Panama which deserves the clos-
est surveillance and investigation by our
Government and the Organization of
American States 1s the report of opera-
tions by Castro agents in the Canal Zone.
Only & week ago the Secretary of the
Army, upon his return from Panama,
confirmed the srrest of at least 10 of
these agents.

Cuba has heen quietly creeping toward
the Panama Canal as evidenced by re-
cent upheavals in Venezuela and Colom-
bia and now the arrest of Cuban Com-
munists in Pansma.

The canal represents one of the loop-
holes in this Nation’s efforts to impose an
economic squeeze upon Castro. For ex-
ample, in fiscal vear 1862, 90 ships bound
for Cuba and 187 ships carrying cargo
from Cuba used the canal. For the first
9 months of 1963, 30 ships bound for
Cuba and 81 ships from Cuba passed
through the canal.

Mr. Speaker, the administration’s ef-
forts to negot:ate with fairness and
firmness, and as & “good neighbor,” with
the Panamanisn Government will be
trustrated and endangered if the Com-
munists are permitted to incite riots and
upheavaloon the scene.

It i8 evident that Cuban communism
is being exported into a number of trou-
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bled Latin American nations, and pos-
sibly as far away as Zanzibar. I join in
urging our Government and the Or-
- ganization of American States to inves-
tigate immediately the extent of Cuban
operations in Panama.

It is the hope of most Americans that
the administration clarify our policy re-
garding Castro’s Cuba before other

Panamas crop up in this hemisphere.

COMMISSION ON EXPENDITURE
POLICY

(Mr. CURTIS (at the request of Mr.
SisaL) was granted peérmission to ex-
tend his remarks at this point in the
REecorp and to include extraneous mat
ter.)

Mr, CURTIS, Mr. Speaker, I am to-
day introducing, along with my minority
colleagues on the Joint Economic Com-
mittee, legislation to establish a Com-
mission on Federal Expenditure Policy.
Identical bills are being introduced in

the House by the gentleman from New-

York [Mr. Kiteurn]-and the gentleman
from New Jersey [Mr. WipnaLL]; and
the legislation is being introduced-in the
Senate by Senator Jacos K. Javirs, the
senior Senate Republican on the Joint
Economic Committee, and by Senator
Jack MILLer of Iowa and Senator LEN
B. Jorpan of Idaho. .

The bill would establish a 16-member
bipartisan Commission composed of
members from the executive branch,
Congress, and private life, which would
begin the vital task of reviewing ex-
‘penditure policy of the Federal Govern-
ment. Much attention has been directed
to the effects of the Government’s tax
policy upon our economic growth and
"employment. Little or no attention has
been pald to expenditure policy. Yet
there is no doubt that expenditure pol-
icy is at least as Important as tax policy
in its effects on our econcmy.

The Commission would be entrusted
with tahe task of bringing some of the
Nation’s best minds to bear on the cru-
cial issues of expenditure policy. It
would be established on the model of
the two Hoover Commissions, which did
such excellent work for the Nation some
years ago.

It should be emphasized that the
Commission is not simply designed to
seek and eliminate waste and inefficiency
in Government. The art of expenditure
policy is that of establishing priorities
among needed and efficient programs.
Eliminating waste and inefficlency is
simply a matter of identification. Estab-
lishing priorities between good programs
requires careful study and good judg-
ment.

A blue-ribbon Commission, such as
this bill would set up, would provide use-
ful guidance for the executive and the
Congress as they grapple with the issues
of Federal expenditures in coming years.
The reductions that have been an-
nounced in the estimates for the fiscal
1965 budget represent but a first step
forward., It remains to examine ex-
penditure policy from a broader and
more long-range point of view. Specifi-
cally, the Commission would make stud-
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ies and policy recommendations in the
following areas: -

First. Establishment of spending pri-
orities among Federal programs, separats
ing the desirable from those that are es-
sentlal, in order to serve as a guide to
the administration in drawing up the
budget, particularly in years of expected
deficits. ) :

Second. Appraisal of Federal activi-
ties in order to identify those programs
which tend to retard economic growth
and for which expenditures should be
reduced or eliminated. .

Third. Improvement of the Federal
budgeting and appropriations process in
order to increase the effective control of
expenditures. . .

Fourth., Examination of responsibili-
ties and functions which are now as-
sumed by the Federal Government, but
which could be better performed and
with superior effectiveness by the private
economy..

Fifth. Review of Federal responsibility
and functions in order to determine
which could be better performed at the
State and local levels.

Sixth. Improvement of Government
organization and procedures in order to
Increase efficiency and bromote savings,
including a review of the recommenda-~
tions of the Hoover Commission’in order
to determine how those already imple-
mented have worked out in practice and
whether those not yet implemented
should be given further consideration,

Seventh. Determination of bolicies
with regard to the level of user charges
and fees to be made for special services
furnished to members of the publie by
the Government. -

The sponsors of the legislation
earnestly hope that President Johnson
will give the bill his complete support.
I ask unanimous consent that a copy of
our letter to President Johnson dated
January 10, requesting his backing of
the bill, as well as a copy of the bill
itself, be included in the RECORD,

CONGRESS OF THE UNITED STATES,

Joint EcoNomIc COMMITTEE,
: January 10, 1964,
The PRESIDENT, .
The White House,
Washington, D.C.

Mr. PRESIDENT: As the minority members
of the Joint Economic Committee, we have
had a lvely interest in the national economic
debate which was touched off when the late
President Kennedy carly last year submitted
& program to cut taxes and increase spend-
ing at a time of already large budget defleits.

In our minority views on the Joint Eco-
nomic Committee’s 1963 annual report, we
expressed our support of tax reduction and
reform. At the same time, however, we urged
the administration to undertake a firm and
effective program of expenditure control and
to review thoroughly the Government's ex-
penditure policy.

Expenditure policy—which is too often
neglected—Is at least as Important as tax
policy In its impact on our Nation’s economie
growth and well-belng. We believe that final
passage of the tax bin by Congress would
Iend added urgency to the long overdue re-
view of expenditure policy,

In a letter to President Kennedy dated
March 19, 1963, as well as In our minority
views already referred to, we suggested one
means to this end. We urged the President
to appoint s Presidential Advisory Commis~
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sion on Federal Expenditures which would
conduct a thorough, objective, and nonparti-
san review of expendlture policy.

In a letter dated May 25, 1963, Budget
Director Kermit Gordon rejected our sug-
gestlon. Mr, Gordon said that “established
procedure” was satisfactory and that an ad-
visory commission probably could not make
“a, direct or significant contribution” to re-
solving the issues of public policy involved.
Mr. Gordon sald, in fact, that the efforts to
such a commission “by obscuring public un-
derstanding as to the locus of responsibility
for resolving such iIssues * * * might well
lead to an opposite result.” )

We find Mr. Gordon’s confidence in “estab-
lished procedure” difficult to share In view
of the chronie budget deflcits which plague
the Government, The Commission we sug-
gest would not overturn established budget
procedures, but rather it would supplement
and, hopefully, improve upon them.

Mr. Gordon’s second point totally ignores
the highly useful services performed by a
large number of Presidential advisory com-
missions. To name but a few, the Clay Com-
mission, the Advisory Commission on Labor-
Management Policy, the two Hoover Com-
missions, and the Randall Commission, have
clearly made important contributions to the
development of sound public policy.

Since the Budget Director's letter last
spring, public and congressional concern over
expenditure policy has become even more
widespread. It should be emphasized that
this concern embraces more than simply the
elimination of waste and inefficlency In Gov-
ernment. Once waste or inefficienicy 1s iden-
tified, there is Iittle difficulty in getting gen-
eral agreement to elilminate it. More difficult
agnd more Important in terms of savings is
the task of continually reviewing the useful-
ness of existing programs and of establish-
ing priorities among needed .and desirable
new programs,

Because of this widespread concern over
expenditure policy, we are once again putting
forward our suggestion for a Commission on -
Federal Expenditure Policy, The idea has
now been embodled in identical bills which
we are -Introducing in the House and the
Senate.. Such a Commission would serve as
a logical expression of your own concern over
the level and trend of Federal expenditures
in recent years, and we earnestly hope you
will give it your full support. The reduc-
tlons made in the estimates for the fiscal
1965 budget represent but a first step for-
ward, It is now time to examine expenditure
policy from a broader and more long-range
point of view. It'ls this function which the
Commission we suggest would perform,

We envision that the Commission would be
composed of Government members, private
citizens- from business, labor, education, the
professions, and Members of Congress,
equally from both parties. The work of the
Commission, assisted by a professional staff,
should parallel the 2-year period over which
the pending tax bill is scheduled to take
effect. During this period, the Commission
should conduct studies and periodically make
bublic its recommendations in the following
areas: .

(a) Establishment of spending priorities
among Federal programs, separating the. de-
sirable from those that are essential, in order
to serve as a guide to the administration In
drawing up the budget, particularly in years
of expected deflcits, .

(b} Appraisal of Federal activities in order
to identify those programs which tend to re-
tard economic growth and for which expendi~
bures should be reduced or eliminated,

(¢) Improvement of the Federal budgeting
and appropriations - process in order to in-
crease the effective control of expenditures.

(d) Examination of responsibilities and
functions which are now assumed by the Fed-~
eral Government, but which could be better
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performed and with superior effectiveness by
the private economy.

(e} Review of Federal responsibility and
functions in order to determine which could
be better performed at the State and local
levels.

(f) Improvement of Qovernment organiza-
tion and procedures in order to lncrease effi-
ciency and promote savings, including a re-
view of the recommendstions of the Hoover
Commission in order to determine how those
already implemented have worked out in
practice and whether those not yet imple-
mented should be given further consid-
eratlon.

(g) Determination of policies with regard
to the level of user chrrges and fees {0 be
made for special service: furnished to mem-
bers of the public by the Government,

The recommendations of an objective antd
bipartisan Commission of the kind described
ghould command widespread support among
the public and within the Congress. Its pro-
posals would offer a sound basis upon which
to begin the reform of Federal expenditure
policy.

We earnestly hope you will give this recom- °
mendation your early and favorable consid-

eration. .
Respectfully yours,

THOMAS B, CURTIS.
CLiRENCE E. KILBURN,
Wi.LIAM B. WIDNALL.
Jacos K. JAVITS.
JACK MILLER.
Lyi¥ B. JORDAN.

S————

(Mr. WIDNALL (ai-the request of Mr.

S1saL) was granted permission to extend '
his remarks &t this point In the RECORD®

and to include extraneous matter.}

[Mr. WIDNALL'S remarks will appear’

hereafter in the Appendix.]

CONTRACT TO SPERRY SIGNED IN
RECORI) TIME

(Mr. WILSON of [ndiana (at the re--

quest of Mr. SisaL) was granted permis-

sion to extend his remarks at this point

in the REecorp and to include extraneous
matter.)

Mr. WILSON of Indiana. Mr. Speak-
er, last December 10 I told the House of
the way In which Wright-Patterson Alr
Force Base at Dayton, Ohio, had wasted
U.S. tax money buying a radar aitim-
eter identified as the AN/APN 150. 1
reported that the Air Force conducted &
two-step procuremsnt for this item
which resulted in a1 award of contract
to the Sperry Ranc Corp., Great Neck,
N.Y., for a total price of $198,877.74. The
system price was approximately $4,671.

The next two bidders were Emertron,
Ine., Jersey City, X.J., at $750,000 and
Raytheon, Waltham, Mass., at $887,535.
These prices, it would seem to me, would
indicate to an alert procurement official
that either Sperry 1ad overlooked some
slgnificant cost faciors, or Emertron or
Raytheon had overcstimated these samg
costs.

Regardless of this, the Alr Force rushed
to award & contract to Sperry, signing
it just 9 days after bids had opened.

To say that I was shocked in March
1963, to learn the Alr Foree had awarded
a sole-source coniract for this same
equipment to Sperry for an average price
of over $11,000 per unit according to the
Alr Force Secretary would be stating i%
mildly. In committing over $5.5 million

- personn2l.
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of tax money, the Alr Force allowed the
price to jump aimost three times the
competitive price.

Those were the salient facts I men-
tioned to the Members of the House on

‘December 10, 1863.

Subsequent to that speech, I recelved
a letter dated December 13, 1963, from
Air Force Secretary Eugene Zuckert, out-
dning the facts as viewed by Air Force
1 was reguested to Insert
this letter in the Recorp. In compliance

‘with that request, the letter s inserted

at this point in my remarks.
DFPARTMENT OF THE ATz FOICE,
OFFICE OF THE SECRETARY,
Washington, December 13, 1963.
_ Dear Mg. WiLsoN: I have noted with con-

" giderable interest your speech of December

10th on the floor of the House of Represen-

- tatives concerning Alr Forcse purchase of
- radar altimeters.

It is very important for
the Alr Force to have the confidence of the
Congrest. and the public, and we are, there-
fore, always aware of our responsibiiity to
the American taxpayer when awarding con-
tracts. You can understand my destre that

. you have all of the correct information con-

cerning this matter. I have personally re-
viewed “hese facts concerning the procure-
ment and have found that the Alr Force
d'd not award a contract to bail out the con-
tractor, a8 you contended. The Air Force
carefully determined the minimum quantity
of a vilally important item that, because
of urgency, had to be procured from the
only scurce Wwhich nad produced a fuily
tested nd qualified item. The balance ol
our recutrements is belng procured com-
petitively. The details concerning the pro-
curement are set out below.

The AN/APN 150 is an airborne radar al-
timeter that gives a continuous readout or.
an instrument showing exact altitude from.
0 to 5,000 feet. It was developed asa replace-
ment for the APN-22, which we originally
{ntended to use in the B-52H model air-
craft. The APN-22 has been in the inven-
tory fcr some time and was successful 8k
the higher altitudes for which it was origli-
nally obtained. These altitudes were cone
siderably above the current tow altitud?
requirement for the B-52H aircraft opera-
tions. When used at the lower ievel in tha
B-52H environment, the APN-22 failed.
This created an immedinte need for the de-
velopment and production of an altimeter
which would successfully and rellably pei-
form i-s function in the low-level environ-
ment. At this point you should know thit
low-level use of alrcraft of this type hecarr e
a tactizal necessity to permit survival of tre
alreraft under certain combat conditions.
Crews operating these aircraft were high'y
tralnect and eficlent at the higher altitud-s
but it became necessary to begin immedi-
ately 31 training program for operation of
these systems At
This training cotld not begin until we cou d
obtain radar sitimeters which would reji-
ably operate In the B-52 environment it
such low altitudes. .

The Alr Force thereupon guickly surveynd
inclustry and found three radar altimeters .n
existence which could possibly Tulfiil tae
immediate requirement at least on an i1i-
terim basis, pending development of & stani-
ard item. These three Instruments were sub~-
jected to very limited flight tests in the B-13,
and cnly one of them gurvived, This was
the model provided by Emertron. The Alr
Force immediately attempted an urgent sole-
source procurementi of some of these althin-
eters from Emertron and the buyiag
agency was granted authority by the ZFs-
sistant Secretary of the Air Force ( Materiol)
to do so. The authority had heen granied
with the understanding that Emertron
would provide data which could sube-

" procedure.

extremely low altitudes.”

- -
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quently be used for competitive reprocure-
ment. However, Emertron asserted clalms
to certain proprietary rights and refused to
agree to provide reprocurement data. Thus
the authority whick hed been granted by
the Assistant Secretary was negated and the
Alr Force then procecded, even on sufferance
of loss of tlme, to lnstitute a competitive
procurement under the two-step advertising
It was correctly stated In your
speech that the results of this procedure
led to an award to the low bldder, Sperry
Gyroscope, for development and production
of 42 sets. As you also stated, the resuiting
contract was fixed price in the amount of

" $109,977.84. Qualification of the first article

was & contractual requirement and was to
be accomptished in part by fiight test in the
B-52H operational environment.

Award of this contract was mede on Jan-
uary 19, 1982, and first article was to be
delivered to the Alr Forece in November
1963. Item dellverics began In August 1962
and fiight tests began in the same month.
Qualification tests were completed in March
1963 and resulted in complete qualification
of the altimeters. Thirty-two B-62H flights,
totaling 138 hours were expended In these
tests. It is important to note at this point
that costs to the Alr Force involved in the
conduct of the flight and other tests ex-
ceeded $2 million.

By the time qualification tests were com-
pleted, the Alr Force had requirements for
1,115 of these sets. Of these, 703 were for
the B-52 fleet, and the remainder were
needed for spares, and for requirements that
had developed for other alrcraft in the in-
ventory. Upon review of the total regquire-
ments, it was determined that competitive
procurement was appropriate. However, the
urgency connected with the need to com-
mence low-altitude training of B-52 combat
crews led to a determination that a portion
of the total requirements should immedi-
ately be placed on coniract. The gquaniity
for which no delay could be tolerated was
computed to be 489 sets. Knowing the
amount of time that had been required for
Sperry to produce and test their first article,
and knowing also of the more than $2 mll-
Hon cost involved 'n qualification testing, it
was determined to be in the best interest of
the Government to immediately negotiate
with Bperry for the 480 sets soO urgently re-
quired. The remalning quantities were being
competitively procured. '

It may interest you to know that Emertron
was aware of the urgent requirement for
these units and submitted an unsolicited
proposal to provide them. The amount
guoted by Emertron in their unsolicited
proposal was $56,129,200, not including test-
ing. For a porticn of the testing, that is
reliability testing s distinguished from
qualification testing, Emertron wanted an
additionn] 320,610, Thus, their proposal was
$5.440.810. The contract which was negoti-
ated with Sperry is a fixed-price incentive
contract which cannot exceed 85,607,358.
Thus, the Emertron uneolicited proposal was
$102,868 below the maximum liabllity of the
Government on the Sperry contract. This
was for an Emertron model which had not
peen submitted to gualification testing and
for which such testing would be mandatory.
A minimum of 4 months testing time and
costs to the Alr Force of over $2 million
would result. You now have the facts by

“which the Air Force was faced at the time

a contract with Sperry on a sole-source basis
was decided upon

The statement in your speech was correct
that Sperry incurred a heavy loss in fulfilling
thelr first contract.

Preliminary information available to us
from our auditing system indicates that the
unit cost to Sperry of the 42 sets on the first
contract was about $38,100. The unit price
to the Alr Force Zor these 42 sets was 84,671,
The follow-on ccntract for 489 systems was
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